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For more information about Ramtron International Corporation or its technologies or products, contact
Ramtron Corporate Communications at the headquarters address above.

The following selected financial data should be read in conjunction with, and are qualified in their entirety by, the
conslidated financial statements and related notes thereto and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” included herein.

RAMTRON INTERNATIONAL CORPORATION

SELECTED FINANCIAL DATA
for the years ended December 31, 2001, 2000, 1999, 1998 and 1997
(in thousands, except per share data)

2001 2000 1999 1998 1997
Net revenues $22,856 $26,079 $24,871 $18,554 $20,495
Gross margin, product sales 3,7470) 6,263 5,170(0 7,158 3,863
Operating loss (20,970) (12,925) {5,825) {12,985) (9,128)
Net loss applicable to common shares (33,151) (14,497) (2,035) (19,141) (8,857)
Net loss per share - basic and diluted {1.57) (0.88) (0.16) (2.23) (1.19)
Working capital 9,815) 6,943 7,285 5,246 4,819
Total assets 35,819 38,362 29,380 33,347 31,054
Total long-term debt 6,314 5,766 - -
Stockholders’ equity 19,039 21,501 13,323 17,062 17,536

Cash dividends per common share)

Excludes provision for inventory write-off

)

) Excludes loss on manufacturing contract of $1.2 million

) Excludes deferred licensing and development revenue of $5.7 million for which the Company has no future cash refund liability.
)

The Company has not declared any cash dividends on its common stock and does not expect to pay any such dividends in the
foreseeable future.
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2001 Lefter to Stockholders

To our Stockholders:

Ramtron's mission is to deliver innovative memory solutions that give customers a competitive advantage. To
achieve this, we must gain an in-depth understanding of our customers' needs, continue to make advances in
innovative technologies and execute our commitments flawlessly. This is the vision that will guide Ramtron in
emerging as a leading supplier of high-value memory solutions. In order to realize this vision, we continued to
invest in product development and strengthened strategic partnerships throughout 2001.

Financial Highlights

Total 2001 revenue was $22.9 million, compared with $26.1 million for 2000. Excluding a one-time charge of
$11.4 million for loss on the disposition of marketable equity securities, full-year net loss was $21.8 million, or a
loss of $1.03 per share, compared with a net loss of $14.5 million, or a loss of $0.88 per share, a year ago.
Including the one-time charge, full-year net loss applicable to common shares was $33.1 million, or a loss of
$1.57 per share.

Total FRAM business revenue for 2001 decreased to $7.4 million, compared with $10.7 million for 2000,
primarily due to reduced R&D revenue resulting from the completion of our advanced FRAM development pro-
gram with Fujitsu. Specialty DRAM business revenue, including results from our Mushkin business unit, was
$15.4 million for 2001, compared with $15.4 million the year earlier.

We are pleased to report that we completed an $8-million financing in March 2002 that not only strengthened
our cash position but also solidified our strategic partnership with Infineon Technologies. Infineon participated in
the funding and also agreed in a memorandum of understanding to an expansion of our current technology
partnership. The expanded technology partnership calls for secured manufacturing capacity for our Enhanced
memory products through 2010, as well as access to Infineon's new process and design technologies still under
development. We have also agreed to additional IP sharing and product development with Infineon, in order to
expand the specialty memory businesses of both companies.

FRAM Business Highlights

In 2001, we made breakthrough advances in the cost structure for our FRAM products with the introduction of a
1-transistor/1-capacitor FRAM architecture. This advanced architecture is expected to significantly improve
FRAM product margins and provide an economic foundation for new products in the future. We also introduced
six new products and expanded our FRAM feature set with 3-volt operation and unlimited read/write endurance
on select products. With these developments, our FRAM business is poised for growth as we anticipate key
customer production programs and opportunities in metering, data collection and automotive applications will
move into production in 2002 and 2003.




Enhanced Memory Highlights

Our Enhanced Memory Systems DRAM business made progress in 2001 with the introduction of one-transistor
72Mb DDR and NoBL Enhanced SRAM (ESRAM) products. These products, which have been designed in
cooperation with Hewlett-Packard and Cypress Semiconductor, respectively, are expected to set new
price/performance standards in the SRAM replacement market for network communications equipment and
workstation and server cache applications. We expect our investment in ESRAM development during 2001 to
provide revenue growth in 2002 and 2003 as well as a platform for future product development. With other
one-transistor SRAM technologies anticipated to sell at nearly twice the price per bit of our ESRAM, we are in a
strong position to penetrate the SRAM replacement market with future ESRAM products.

Ramtron's Mushkin business increased revenues in 2001, despite continued pricing pressure in the DRAM
module market. An expanded sales force and a dedicated approach to best-in-class service, enabled Mushkin
to increase overall revenues through expanded sales volume. Mushkin has grown beyond its original Internet
sales model, with product now available at Fry's Electronics retail stores.

Licensing and Partnerships

Our licensing and development efforts during 2001 led to the signing of Texas Instruments and NEC as the
eighth and ninth top semiconductor firms to endorse Ramtron's FRAM memory technology. Our work with
Texas Instruments is expected to yield an advanced FRAM memory cell and architecture that are capable of
establishing FRAM as the most feature rich nonvolatile memory solution in the semiconductor market. Although
we are focused primarily on growing revenues in our product businesses, we will continue to address licensing
and development opportunities as our technologies gain momentum in the industry.

Outlook

With our businesses positioned for growth, we're excited about our 2002 business plan. Our goals for the year
are to produce solid revenue growth and turn profitable through increased sales and improved margins. We are
also focused on broadening our customer base through market penetration in both the FRAM and Enhanced
Memory Systems businesses to establish a foundation for growth in 2003.

Sincerely, '

L. David Sikes William W. Staunton, I}
Chairman Chief Executive Officer
March 29, 2002




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINAN-
CIAL CONDBITION AND RESULTS OF OPERATIONS -

OVERVIEW

The following discussion and analysis is intended to provide
greater details of the results of operations and financial condition
of the Company. The following discussion should be read in con-
junction with the information under “Selected Financial Data” and
the Company's consolidated financial statements and notes there-
to and other financial data included elsewhere herein. Certain
statements under this caption constitute "forward-looking state-
ments” under the Reform Act which are subject to certain risks and
uncertainties. The Company's actual results may differ significant-
ly from the results discussed in such forward-looking statements.
Factors that might cause such a difference include but are not lim-
ited to: (i) the timely completion of the development and qualifica-
tion for manufacturing of the Company's new Enhanced-DRAM
and FRAM products; (i) broader customer acceptance of its
EDRAM, ESDRAM and ESRAM products and FRAM products; (iii)
the Company's ability to manufacture its products on a cost-effec-
tive and timely basis at its alliance foundry partners; (iv) the
Company's ability to perform under existing alliance and joint
development agreements and to develop new alliance and foundry
relationships; (v) our ability to introduce timely new technologies
and products and market acceptance of such technologies and
products; (vi) the success of our on-going cost-reduction efforts;
{vii)the timing and availability of manufacturing resources provided
by our manufacturing and alliance partners for the production of
our products; (viil) the alliance partners' willingness to continue
development activities as they relate to their license agreements
with the Company; (ix) the availability and related cost of future
financing; (x) the retention of key personnel; (xi) the outcome of the
Company's patent interference litigation proceedings; (xii) factors
not directly related to the Company, such as competitive pressures
on pricing, marketing conditions in general, competition, techno-
logical progression, product obsolescence and the changing needs
of potential customers and the semiconductor industry in general;
and (xiii) global economic and political conditions related to on-
going military actions against terrorism. For additional information
concerning these and other factors, see "Expected Future Results
of Operations."

Since its inception, the Company has been primarily engaged in
the research and development of ferroelectric technology and the
design, development and commercialization of FRAM products
and Enhanced-DRAM products. Revenue has been derived from
the sale of the Company's FRAM and Enhanced-DRAM products
beginning in 1992. The Company has also generated revenue
under license and development agreements entered into with a
limited number of established semiconductor manufacturers and
involving the development of specific applications of the
Company's technologies. Accordingly, fluctuations in the
Company's revenues have resulted primarily from the timing of sig-
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nificant product orders, the timing of the signing of license and
development agreements, and the achievement of related per-
formance milestones.

For 2001, 2000 and 1999, FRAM product sales represented
approximately 26%, 22% and 27% of total product sales revenue,
respectively, EMS product sales accounted for 7%, 42% and 73%,
respectively, while Mushkin product sales represented 67%, 36%
and 0% for the same periods. During these periods, product sales
revenue accounted for approximately 75%, 70% and 53%, respec-
tively, of total revenues, the remainder of which were generated
principally from license and development fees, royalties and cus-
tomer-sponsored research and development revenue. As a resuit
of the Company's limited revenues as compared to its substantial
ongoing product research and development costs and high manu-
facturing costs for certain of its products, the Company has
incurred losses on a consolidated basis in each fiscal year since its
inception and has required substantial capital infusions in the form
of debt and equity financing.

The Company has entered into development and/or licensing
arrangements with several major semiconductor manufacturers,
namely Hitachi, Rohm, Toshiba, Fujitsu, Cypress Semiconductor,
Hewlett Packard, Infineon and Texas Instruments to advance the
development of both its FRAM products and Enhanced-DRAM
products and to provide the Company with access to advanced
semiconductor manufacturing processes and capacity for such
products. The Company has also entered into license agreements
with Samsung and NEC, although such arrangements do not
include any development activities between the Company and the
licensee or the availability of manufacturing capacity to the
Company. In additign to these licensing and/or development
arrangements, in December 1997, the Company entered into a
FRAM development agreement with Asahi, which does not cur-
rently include a license to the Company's FRAM technology. In
March 1999, the Company entered into a two-year joint develop-
ment agreement with Fujitsu to pursue the development of
advanced FRAM manufacturing processes. This agreement pro-
vided the Company with research and development funding and
wafer fabrication processing equipment supplied by Fujitsu and
was successfully completed during the fourth quarter of 2000.

RESULTS OF OPERATIONS - 2001 vs 2000

REVENUES. Total revenues for 2001 decreased $3.2 million, or
12% from 2000.

Revenue from product sales decreased $1.0 million, or 6%, for
2001, as compared to 2000. FRAM product revenues for 2001
increased $553,000 to $4.5 million, an increase of 14%, as com-
pared to 2000. This increase is attributable in part to a wider prod-
uct portfolio. During 2001, the Company introduced seven new
FRAM products. At the end of 2001, the FRAM product portfolio
contained seventeen products in muitiple package configurations




serving both 3-volt and 5-voit product applications and density
ranges of 4-kilobit to 256-kilobit.

Product revenues from the Company's EMS subsidiary decreased
$6.4 million for 2001, to $1.2 million, a decrease of 85% as com-
pared to 2000. The decrease in EMS product sales is primarily
attributable to a substantial decline in 4-megabit product sales as
this product line approaches end-of-life. The Company is no
longer manufacturing its 4-megabit product and expects to sell its
remaining inventories during 2002.

During 2001, the Company's Mushkin subsidiary, which was
acquired in June 2000, generated $11.5 million in product revenue.
Mushkin's product revenue during the six months of Ramtron own-
ership in 2000 was $6.7 million. During 2001, Mushkin experi-
enced a significant increase in unit sales at the same time it was
experiencing severe declines in average selling prices consistent
with world-wide trends in DRAM memory markets.

The Company recognized $2.7 million in license and development
fee revenue during 2001 as compared to $2.0 million in 2000.
License and development fee revenue in 2001 resulted from
license and development partner agreements the Company
entered into with Texas Instruments and NEC during 2001.
License and development partner revenue in 2000 resulted from
the achievement of contractual milestones in existing licensee and
development partner agreements.

During 2001, the Company recognized royalty revenue related to
FRAM license and development partner agreements of $295,000
compared with $188,000 recorded in 2000.

Customer-sponsored research and development revenue for 2001
decreased by $3.0 million to $2.6 million, a decrease of 53% as
compared to 2000. During 2000, the Company was engaged with
Fujitsu for the purpose of developing a 0.35 micron advanced
FRAM manufacturing process, which generated revenue of $4.0
million. The Fujitsu program was successfully completed in the
fourth quarter of 2000. In addition, the Company recognized cus-
tomer-sponsored research and development revenues in 2001 and
2000 from product development agreements with Cypress
Semiconductor Corporation and Hewlett Packard for the develop-
ment of next generation Enhanced-DRAM products.

COST OF SALES. Overall cost of product sales as a percentage
of product revenues during 2001 increased from 66% to approxi-
mately 78% as compared with 2000. Cost of sales associated with
the Company's FRAM products increased to 81% in 2001 com-
pared to 74% in 2000. This increase is primarily attributable to high
production costs for initial deliveries of product into the Ampy
metering program, a major customer program to replace 27 million
utility meters in Italy over the next 3 years. The pre-production
phase of this program is complete with the production ramp begin-
ning in the first quarter of 2002. A design revision to reduce costs

is complete and production wafers are currently being manufac-
tured. The Company expects to consume the remaining high cost
units and begin delivery of the lower cost parts during the first quar-
ter of 2002. EMS cost of product sales as a percentage of product
revenues remained relatively flat at 49% in 2001 as compared to
50% in 2000. Mushkin cost of product sales as a percentage of
product revenue increased from 77% to 80% when compared to
2000. The increase in Mushkin's cost of product sales as a per-
centage of product revenues is principally due to decreases in the
average selling prices per megabit of memory, due to extreme pric-
ing pressure in world-wide commodity DRAM markets during 2001.

PROVISION FOR INVENTORY WRITE-DOWN. During 2001, the
Company increased its provision for excess and obsolete invento-
ry by $912,000. The Company determined it had excess invento-
ries of certain FRAM and EDRAM product built for selected market
segments. No such charge occurred in 2000.

RESEARCH AND DEVELOPHENT. During 2001 research and
development costs (including customer-sponsored research and
development) increased $3.2 million to $16.6 million as compared
to $13.4 million in 2000. During 2001 and 2000 the Company
incurred research and development expenses related to new prod-
uct development programs in both the Company's FRAM and
Enhanced-DRAM business units. Throughout 2000 the Company
was engaged in a 0.35 micron advanced FRAM manufacturing
process development program with Fujitsu. This development
program provided the Company with research and development
funding and wafer fabrication processing equipment supplied by
Fujitsu and was successfully completed in the fourth guarter of
2000. Funding to Ramtron in 2000 from this agreement totaled
$4.0 million. The Company anticipates that overall research and
development costs will decrease during 2002 as the development
programs with Cypress Semiconductor and Hewlett Packard near
completion and increasing FRAM product sales require the FRAM
engineering resources to devote increased time to production
activities.

SALES, GENERAL AND ADMINISTRATIVE. Sales, general and
administrative ("SG&A") expenses for 2001 increased $1.2 million
to $12.6 million, an increase of 10% as compared to 2000. This
increase is primarily attributable to incremental general and admin-
istrative costs and goodwill amortization related to the Company's
Mushkin subsidiary, which was acquired in June 2000. Mushkin
selling, general and administrative expenses for 2001 were $3.5
million, including $1.3 million related to goodwill amortization.
During 2000 Mushkin's selling, general and administrative expens-
es were $1.4 million, including $700,000 related to goodwill amor-
tization. Increases in SG&A expenses related to our Mushkin sub-
sidiary are offset by reductions in consulting fees, foreign with-
holding tax payments on licensing revenues and sales commis-
sions to outside sales representatives as EMS product revenues
declined year over year.




The Company believes SG&A expenses for 2002 will decrease
slightly as compared to 2001, primarily due to decreased goodwill
amortization expenses, partially offset by increased sales and mar-
keting expenses. The Company expects increases in sales repre-
sentative commissions as product sales increase and increased
marketing expenses related to the promotion of its products.

STOCK-BASED COMPENSATION. During 2001, the Company
recognized $202,000 of non-cash expenses for stock-based com-
pensation as compared to $2.2 million in 2000. In September
1999, certain officers of the Company were granted options to pur-
chase common stock of the Company at $2.25 per share (the clos-
ing price on the date of grant), subject to stockhoider approval to
amend the Company's 1995 Stock Option Plan. These options
vested 50% on March 31, 2000 and 50% on March 31, 2001. The
Company's shareholders approved the amendment to the 1995
Plan on December 22, 1999. On that date, the intrinsic value of
the options of $2,578,000 was recorded as deferred compensa-
tion. During the first quarter of 2001 the Company recognized the
remaining compensation expense of $202,000. The Company
does not expect to incur stock based compensation expenses dur-
ing 2002,

INTEREST EXPENSE. Related party interest expense in 2001
increased $21,000, totaling $1.2 million, primarily related to non-
cash amortization of a note payable discount for the valuation of
stock warrants issued in connection with the amendment of the
Company's credit facility with the National Electrical Benefit Fund.

MINORITY INTEREST IN SUBSIDIARY. Minority interest in loss-
es of the Company's EMS subsidiary of approximately $267,000
was recognized in 2001 as compared to $706,000 in 2000. The
minority interest reflects Infineon's share of EMS losses for 2001
and 2000. Minority interest in net losses of EMS were not record-
ed after March 31, 2001, due to the minority interest balance being
reduced to zero on that date.

CUMULATIVE EFFECT OF ACCOUNTING CHANGE. In
December 1999, the Securities and Exchange Commission issued
Staff Accounting Bulletin No. 101, "Revenue Recognition” ("SAB
No. 101", which provides guidance on the recognition, presenta-
tion and disclosure of revenue in financial statements. As a result,
effective January 1, 2000, the Company changed its method of
recognizing revenue on certain payments resulting from technolo-
gy licensing activities. In prior years the Company recognized non-
refundable technology license agreement payments when billed in
accordance with contractual arrangements. In accordance with
SAB No. 101's guidance, the Company now recognizes revenues
related to technology licensing agreements over the licensing
and/or royalty bearing period. The effect of this change in revenue
recognition was to increase income before the cumulative effect of
the accounting change by approximately $135,000 or $0.01 per
share in 2001 and $150,000 or $0.01 per share in 2000. The
cumulative effect of retroactively applying this change in account-
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ing principle to periods prior to 2000 resulted in a one-time non-
cash charge of $1.5 million and is included in net loss for the year
ended December 31, 2000.

NET LOSS APPLICABLE TO COMMON SHARES. During 2001,
combined preferred stock dividends, and accretion of redeemable
preferred stock increased by $40,000 to $163,000. This increase
is attributable to a 2% increase in the dividend rate as a result of
the Company's election to pay required dividends in the
Company's preferred stock instead of cash.

RESULTS OF OPERATIONS - 2000 vs 1999

REVENUES. Total revenues for 2000 increased $1.2 miliion, or
5%, from 1999.

Revenue from product sales increased $5.1 million, or 39%, for
2000, as compared to 1999. EMS product revenues for 2000
decreased $2.0 million to $7.6 million, a decrease of 21% as com-
pared to 1999. The decrease in EMS product sales is primarily
attributable to a decline in the EMS 4-megabit product sales, due
to decreasing demand from a small number of customers. Product
sales revenue of the Company's Mushkin subsidiary, which was
acquired in June 2000, was $6.7 million.

FRAM product revenues for 2000 increased $480,000 to $4.0 mil-
lion, an increase of 14%, as compared to 1999. This increase is
attributable in part to increased availability of FRAM products from
the Company's foundry partners, a wider preduct portfolio due to
bringing new products to market and the selective reduction of
average selling prices for high volume EEPROM replacement pro-
grams to take advantage of shortages in the EEPROM market.
During 2000, the Company introduced six new FRAM products. At
the end of 2000, the FRAM product portfolio contained ten prod-
ucts in multiple package configurations with a density range of 4-
kilobit to 256-kilobit.

The Company recognized $2.0 million in license and development
fee revenue during 2000 as compared to $5.2 million in 1999,
License and development fee revenue in 2000 and 1999 resulted
from the achievement of contractual milestones in existing licens-
ee and development partner agreements.

During 1999, the Company recognized royalty revenues of $1.5
million compared with $188,000 of royalty revenue recorded in
2000. The $1.5 million nonrefundable payment was received
under a FRAM licensing agreement with an existing licensee. The
payment was consideration for a direct licensing right to use
Ramtron intellectual property in the design, manufacture and sale
of RF/ID products. During 2000, the Company recorded a $1.5 mil-
lion cumuiative effect of an accounting change regarding such rev-
enues as required by newly issued Staff Accounting Bulletin No.
101. Had the Company accounted for such license fees in 1999




consistent with the method adopted in 2000, no royalty revenue
would have been recognized in 1999,

Customer-sponsored research and development revenue for 2000
increased by $607,000 to $5.6 million, an increase of 12% as com-
pared to 1999. During 2000 and 1999, the Company was engaged
with Fujitsu for the purpose of developing a 0.35 micron advanced
FRAM manufacturing process. Customer-sponsored research and
development revenue of $4.0 million each year is attributable to the
0.35 micron Fujitsu process development program. The Fujitsu
program was successfully completed in the fourth quarter of 2000.
In addition, the Company recognized customer-sponsored
research and development revenues in 2000 from product devel-
opment agreements with Cypress Semiconductor Corporation and
Hewlett Packard for the development of next generation
Enhanced-DRAM products.

COST OF SALES. Overall cost of product sales as a percentage
of product revenues during 2000 increased from 61% to approxi-
mately 66% as compared with 1999. Cost of sales associated with
the Company's FRAM products remained relatively flat at 75% in
2000 compared to 74% in 1999. EMS cost of product sales as a
percentage of product revenues for 2000 decreased from 56% to
51% when compared to 1999. Cost of product sales in the
Company's Mushkin subsidiary which was acquired in June 2000
was 77%.

PROVISION FOR INVENTORY WRITE-DOWN. During 1999, the
Company increased its provision for excess and obsolete invento-
ry by $1.2 million. The Company determined it had excess inven-
tories of a specialty FRAM product built for a selected market seg-
ment. Additionally, the Company determined that certain FRAM
products manufactured in the Colorado Springs fabrication facility,
prior to receiving product from its foundry partners, should be
scrapped due to inferior performance attributes as compared to the
same product manufactured by the Company's foundry partners.
No such charge occurred in 2000.

RESEARCH AND DEVELOPMENT. During 2000, research and
development costs (including customer-sponsored research and
development) increased $1.3 million to $13.4 million as compared
to $12.1 million in 1999. During 2000 and 1999, the Company
incurred research and development expenses related to new prod-
uct development programs in both the Company's FRAM and
Enhanced-DRAM business units. Throughout 2000 and 1999 the
Company was engaged in a 0.35 micron advanced FRAM manu-
facturing process development program with Fujitsu. This devel-
opment program provided the Company with research and devel-
opment funding and wafer fabrication processing equipment sup-
plied by Fujitsu and was successfully completed in the fourth quar-
ter of 2000. Funding to Ramtron in 2000 and 1999 from this agree-
ment totaled $4.0 million each year.

SALES, GENERAL AND ADMINISTRATIVE. Sales, general and
administrative expenses for 2000 increased $2.1 million to $11.4
million, an increase of 22% as compared to 1999. This increase is
primarily attributable to non-recurring charges related to financing
activities and incremental general and administrative costs and
goodwill amortization related to the Company's Mushkin sub-
sidiary, which was acquired in June 2000. Mushkin selling, gener-
al and administrative expenses for 2000 were $1.4 million, includ-
ing $700,000 related to goodwill amortization.

STOCK-BASED COMPENSATICN. During 2000, the Company
recognized $2.2 million of non-cash expenses for stock-based
compensation as compared to $155,000 in 1999. In September
1999, certain officers of the Company were granted options to pur-
chase common stock of the Company at $2.25 per share {the clos-
ing price on the date of grant), subject to stockholder approval to
amend the Company's 1995 Stock Option Plan. These options
vested 50% on March 31, 2000 and 50% on March 31, 2001, The
Company's shareholders approved the amendment to the 1995
Plan on December 22, 1999. On that date, the aggregate intrinsic
value of the options of $2,578,000 was recorded as deferred com-
pensation.

INTEREST EXPENSE. Related party interest expense in 2000
increased $247,000, totaling $1.2 million, and is primarily related to
non-cash amortization of a note payable discount for the valuation
of stock warrants issued in connection with the amendment of the
Company's credit facility with the National Electrical Benefit Fund.

MINORITY INTEREST IN SUBSIDIARY. Minority interest in loss-
es of the Company's EMS subsidiary of approximately $700,000
was recognized in 2000. This increase is the result of the sale of
20% of EMS, previously a wholly owned subsidiary of the
Company, fo Infineon in January 2000. The Company received a
license valued at approximately $2.0 million for the 20% interest in
EMS and a call on wafer manufacturing capacity at Infineon.

CUMULATIVE EFFECT OF ACCOUNTING CHANGE. In
December 1999, the Securities and Exchange Commission issued
Staff Accounting Bulletin No. 101, "Revenue Recognition” ("SAB
No. 101", which provides guidance on the recognition, presenta-
tion and disclosure of revenue in financial statements. As a result,
effective January 1, 2000, the Company changed its method of
recognizing revenue on certain payments resulting from technolo-
gy licensing activities. In prior years the Company recognized non-
refundable technology license agreement payments when billed in
accordance with contractual arrangements. In accordance with
SAB No. 101's guidance, the Company now recognizes revenues
related to technology licensing agreements over the licensing
and/or royalty bearing period. The effect of this change in revenue
recognition for 2000 was to increase income before the cumulative
effect of the accounting change by approximately $150,000 or
$0.01 per share. The cumulative effect of retroactively applying
this change in accounting principle to periods prior to 2000 result-




ed in a one-time non-cash charge of $1.5 million and is included in
net loss for the year ended December 31, 2000. The resuits of
periods prior to 2000 were not restated as a result of this account-
ing change. Had this accounting policy been applied to prior peri-
ods, net loss and net loss per common share for 1999 would have
been $7.7 million and $0.28, respectively.

NET LOSS APPLICABLE TO COMMON SHARES. During 2000,
combined preferred stock dividends, and accretion of redeemable
preferred stock declined by $761,000 to $123,000. This decrease
is due to the preferred stock restructuring in 1999.

EXPECTED FUTURE RESULTS OF OPERATIONS

The Company's ability to significantly increase product sales and
achieve profitability will depend on several factors, including: (i) the
completion of the development and qualification for manufacturing
of new FRAM products; (ii) the completion of the development and
qualification for manufacturing of the Company's new Enhanced-
DRAM products; (iii) wider customer acceptance of its FRAM and
Enhanced-DRAM products; (iv) market acceptance of new FRAM
and Enhanced-DRAM products which may be developed; (v) the
Company's ability to manufacture its products on a cost-effective
and timely basis through alliance foundry operations and third-
party foundry sources; (vi) the availability and related cost of future
financing; (vii) factors not directly related to the Company, includ-
ing market conditions, competition, technological progression,
product obsolescence and the changing needs of potential cus-
tomers and the semiconductor industry in general; (viii) memory
market conditions and competitive forces which may negatively
impact average selling prices of the Company's products; and (iv)
global econemic and political conditions related to on-going military
actions against terrorism.

The Company is continuing its efforts to improve and increase
commercial production and sales of its FRAM and Enhanced-
DRAM products, decrease the cost of producing such products
and develop and commercialize new FRAM and Enhanced-DRAM
products. The Company expects revenues will continue to be spo-
radic in the foreseeabie future until the Company’s products gain
wider market acceptance, milestones under existing customer-
sponsored product development programs are achieved, new cus-
tomer-sponsored research and development programs are entered
into, new license arrangements are entered into and milestones
under the Company's existing and any new license and develop-
ment agreements are achieved.

Product revenue growth in 2002 will be highly dependent upon
product sales o one or more key customers. In June 2000, the
Company entered into a volume purchase agreement with Ampy
Automaton, Ltd. to supply approximately 27 million units of FRAM
product over a 3 to 4 year period. These products will be used in
a utility meter replacement program at ENEL SpA, a leading sup-
plier of power in Italy. During 2001 the Company supplied approx-
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imately 1 million units into the pre-production phase of this program
and expects this program to represent a significant portion the
Company's of 2002 FRAM product revenues as the program
moves from the pre-production phase to full production. The
Company's EMS business unit has been engaged with Cypress
Semiconductor and Hewlett Packard to develop ESRAM products.
The Company's ESRAM products are expected to be available for
sale in 2002 and will be the primary source of product revenue for
EMS. Hewlett Packard will use the ESRAM in a new line of serv-
er products and is expected to be the primary customer for the
ESRAM product during the second half of 2002. Any delay in the
production ramp of these programs could significantly impact rev-
enue growth expectations for 2002,

To gain access to advanced CMOS manufacturing processes and
facilities, Ramtron has entered into manufacturing alliances and
licensing agreements for FRAM products with companies having
or constructing advanced memory products manufacturing capa-
bility, including Rohm, Hitachi, Toshiba, Fuijitsu, Infineon and Texas
Instruments. Since the purchase or construction of an advanced
manufacturing facility capable of mass producing memory devices
would require a capital outlay weli beyond the Company's current
capital resources, the Company believes that the most suitable
alternative is this strategic-alliance approach, which the Company
believes will enable it to develop, manufacture and sell FRAM
products more rapidly and cost effectively than any other available
alternative. Ramtron's intention is to utilize current and future
alliance relationships as foundry sources for FRAM products in
order to provide the Company with low-cost, high-volume, high-
quality FRAM products for resale to customers.

Although currently Infineon is the only foundry for the Company's
Enhanced-DRAM products, the Company's goal is to produce
Enhanced-DRAMs through strategic alliances and foundry
arrangements with more than one major semiconductor company
and to expand the market for Enhanced-DRAMs by making
Enhanced-DRAM products available from multiple sources. This
approach avoids the high capital costs associated with DRAM
manufacturing that would have otherwise been incurred by the
Company if it had chosen to manufacture these products with
Company-provided resources.

As a result of industry wide oversupply of semiconductor memory
products, significant price decreases within the industry have
occurred during the past several vears. Historically, the semicon-
ductor memory industry has experienced declining average selling
prices, and the Company believes these declines will continue to
affect the Company. Accordingly, the Company's ability to increase
revenues and margins on its products depends on the Company's
ability to increase unit sales volumes and to introduce new prod-
ucts with higher margins or further reduce its manufacturing costs
to offset the declines in average selling prices. Absent these
actions, declining average selling prices would have an adverse
effect on the Company’s gross profit margins and the overall finan-




cial performance of the Company. There can be no assurance that
the Company will be able to increase unit sales volumes, introduce
new, higher margin products or reduce its manufacturing costs in
the future.

LIQUIDITY AND CAPITAL RESOURCES

Since its inception, because revenues generated from operations
and licensing have been insufficient to fund operations, the
Company has depended for funding principally on its ability to raise
equity capital through private placements of stock and lines of
credit with a principal stockholder of the Company.

In 1985, the Company entered into a loan facility, bearing interest
at 12%, with the National Electrical Benefit Fund {the "Fund").
During 1999, the Company and the Fund agreed to amend the
terms of the credit facility extending the maturity date to March 15,
2002, decreasing the interest rate to 8% and requiring the
Company maintain certain financial ratios, as defined in the loan
document. In July 2001, the note was again amended to extend
the maturity date to July 12, 2002. The Company's borrowings
under the Fund's credit facility totaled approximately $7.0 million.
On August 22, 2001, the Company exercised the prepayment pro-
vision of the note by notifying the Fund of the Company's intention
to prepay the balance due no later than January 2, 2002. On
November 9, 2001, the Fund elected to accept payment in fieu of
a conversion to the Company's common stock. All principal and
accrued interest due, totaling approximately $7.1 million, was paid
to the Fund on November 15, 2001,

The Company raised funds through the private placement of pre-
ferred and common stock in 1993, 1997, 1998 and 1999. Also, the
Company and Infineon entered into a share purchase agreement
dated December 14, 2000 pursuant to which Infineon agreed to
invest approximately $30 million in the Company, $10 million in
cash and $20 million in Infineon common stock (443,488 shares),
in exchange for 4,430,005 shares of the Company’'s common
stock. The initial closing occurred February 2, 2001, providing the
Company with $10 million in exchange for 1,476,668 shares of
common stock. The final closing was completed on March 30,
2001, providing the Company 443,488 Infineon shares. All
443,488 Infineon shares were sold by the Company during 2002,
generating approximately $8.6 million in cash.

On March 14, 2002, the Company announced it signed an agree-
ment to complete a new round of funding for gross proceeds of
$8.0 million. The transaction is expected to close before March 31,
2002. The Company will issue $8.0 million of 5 year, 5% fixed rate,
convertible debentures to Infineon, Halifax Fund, managed by The
Pailadin Group, L.P. and Bramwell Capital Corporation, managed
by Cavallo Capital. The debentures are convertible into the
Company's common stock at a fixed conversion price of $3.76,
which is equal to the five-day volume weighted average price
{("VWAP") of the Company's common stock prior to the transaction

signing. The Company may force conversion of the debenture
after 18 months, provided the VWAP of the Company's common
stock is at least 200% of the conversion price for 20 or more of 30
consecutive trading days. The debenture is secured by a Deed of
Trust on the Company's headquarters facility in Colorado Springs,
Colorado and certain accounts receivable. In addition, 701,754, 5-
year common stock warrants will be issued to the investors at an
exercise price of $4.28 per share.

Cash and cash equivalents decreased by $4.0 million in 2001 to
$3.3 million. Cash flow used for operations increased from $8.7
million in 2000 to $15.0 million in 2001. Cash used to fund oper-
ating losses, after non-cash charges, increased $9.0 million in
2001 as compared to 2000. Additionally, working capital require-
ments decreased approximately $2.6 million as compared to 2000.

inventories increased by 4% in 2001 from $7.2 million at the end of
2000 to $7.5 million at the end of 2001.

Accounts payable and accrued liabilities decreased on a year-
over-year basis from $6.5 million at the end of 2000 to $4.9 million
at the end of 2001. This decrease is primarily aftributable to
decreased FRAM inventory purchases in the fourth quarter of 2001
as compared to the same period in 2000 and a reduction in
accrued liabilities due to the Fund.

Deferred revenue increased $7.9 million from $2.9 million at the
end of 2000 to $10.8 million at the end of 2001. This increase is
primarily related to new FRAM licensing and technology develop-
ment agreements the Company entered into during 2001 with
Texas Instruments and NEC.

Cash generated from investing activities was $7.6 million in 2001,
compared to $500,000 used in investing activities in 2000. The
Company generated approximately $8.6 million from the sale of
443,488 shares of Infineon common stock. Capital expenditures
were $433,000 in 2001 compared to $635,000 in 2000.
Expenditures for intellectual property remained relatively flat at
$558,000 in 2001 and $556,000 in 2000.

Cash provided by financing activities was $3.4 million in 2001. The
Company generated approximately $10.0 million from the sale of
common stock to Infineon pursuant to a share purchase agree-
ment dated December 14, 2000. The Company used $7.0 million
to repay the note payable to the Fund. In 2000, net cash provided
by financing activities was $5.8 million, which was raised from the
issuance of common stock, primarily from the exercise of common
stock warrants,

Equipment and plant expenditures are expected to be minimal dur-
ing 2002.

The Company has incurred net losses from operations since incep-
tion. The Company's ability to achieve profitable operations is sub-
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ject to significant risks and uncertainties including, but not limited
to, success in raising additional financing to fund operations,
achieving forecasted revenues on supply arrangements and enter-
ing into additional license and research and development arrange-
ments. There is no guarantee that the Company will be success-
ful in addressing such risks.

The Company's current business plan contemplates significant
revenue growth in 2002 due to the introduction of new products
and established supply agreements. In addition, the Company
obtained $8 million in cash in March 2002 from a private placement
of convertible debt {see Note 16). The Company believes these
factors, along with cash on hand as of December 31, 2001, will be
sufficient to fund its operations at least through December 31,
2002,

In view of the Company's expected future working capital require-
ments in connection with the design, manufacturing and sale of its
FRAM and Enhanced-DRAM products, the Company's projected
continuing research and development expenditures, other operat-
ing expenditures and the results of pending patent litigation, the
Company may be required to seek additional equity or debt financ-
ing soon after year-end 2002. There is no assurance, however,
that the Company will be able to obtain such financing on terms
acceptable to the Company, or at all. Any issuance of common or
preferred stock to obtain additional funding would result in further
dilution of existing stockholders' interests in Ramtron. The inabili-
ty to obtain additional financing when needed would have a mate-
rial adverse effect on our business, financial condition and operat-
ing results and could adversely affect the Company's ability to con-
tinue business operations.

CONTRACTUAL COMMITMENTS. For more information on the
Company's contractual obligations on operating leases and con-
tractual commitments, see Notes 5 and 7 of the Notes fo
Consolidated Financial Statements. At December 31, 2001, the
Company's commitments under these obligations were as follows
(in thousands):

Operating NEBF
Leases Consulting Fee*  Total
2002 $1,253 $80 $1,333
2003 982 80 1,062
2004 739 80 819
2005 16 80 96
2006 15 80 95
Total $3,005 $400 $3,405

*These consulting fees are required to be paid to NEBF as long as
NEBF owns at least 5% of the outstanding shares of the Company.

LEGAL MATTERS. The Company is currently involved in a patent
interference proceeding (see "Patent Interference Proceeding” and

Note 14 in the 2001 consolidated financial statements). If the
Company is ultimately unsuccessful in these proceedings, there
would be no retroactive cash payment requirements from the
Company to the junior party as a result of such an adverse deci-
sion. While the Company cannot accurately estimate the financial
effects of such a result, the Company believes that it could,
depending on when a final non-appealable judgment is ultimately
rendered, materially adversely affect the Company's FRAM prod-
uct business and operating results and, thus, have a materially
adverse effect on the Company's financial condition as a whole.

CRITICAL ACCOUNTING POLICIES. The Company's discussion
and analysis of its financial condition and results of operations are
based upon its consolidated financial statements, which have been
prepared in accordance with accounting principles generally
accepted in the United States. The preparation of these financial
statements requires the Company to make estimates and judg-
ments that affect the reported amounts of assets, liabilities, rev-
enues and expenses, and related disclosure of contingent assets
and liabilities. On an on-going basis, the Company evaluates its
estimates, including those related to bad debts, inventories, leng-
lived assets, income taxes, and contingencies and litigation. The
Company bases its estimates on historical experience and on var-
ious other assumptions that are believed to be reasonable under
the circumstances, the results of which form the basis for making
judgments about the carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may
differ from these estimates under different assumptions or condi-
tions.

The Company believes the following critical accounting policies
affect its more significant judgments and estimates used in the
preparation of its consolidated financial statements.

The Company records license and customer sponsored research
and development revenue on arrangements entered into with cus-
tomers. The revenue recorded by the Company in each reporting
period is dependent upon estimates regarding the cost of projects
and the achievement of milestones. Changes in estimates regard-
ing these matters could result in revisions to the amount of revenue
recognized on these arrangements.

The Company writes down its inventory for estimated obsoles-
cence or lack of marketability for the difference between the cost of
inventory and the estimated market value based upon assump-
tions about future demand and market conditions. If actual market
conditions are less favorable than those projected by manage-
ment, additional inventory write-downs may be required.

The Company reviews the carrying values of its long-lived assets,
including goodwil and identifiable intangibles, whenever events or
changes in circumstances indicate that such carrying values may
not be recoverable. Under current standards, the assets must be
carried at historical cost if the projected cash flows from their use




will recover their carrying amounts on an undiscounted basis and
without considering interest. However, if projected cash flows are
less than their carrying value, even by one dollar, the long-lived
assets must be reduced to their estimated fair value. Considerable
judgment is required to project such cash flows and, if required,
estimate the fair value of the impaired long-lived asset. Effective
January 1, 2002, the Company must adopt SFAS No. 142. SFAS
No. 142 provides a more restrictive fair value test to evaluate
goodwill and long-lived asset impairment. Upon adoption of SFAS
No. 142, the carrying value of goodwill will be evaluated based
upon its current fair values as if the purchase price allocation
occurred on January 1, 2002, The Company is currently evaluat-
ing the impact of adopting SFAS No. 142,

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

Market risk represents the risk of loss that may impact the financial
positions, results of operations or cash flows of the Company due
to adverse changes in financial and commodity market prices and
rates. The Company is exposed to market risk in the areas of
changes in United States interest rates and changes in foreign cur-
rency exchange rates as measured against the United States dol-
lar. These exposures are directly related to its normal operating
activities. The Company currently has no derivative financial
instruments.

The Company manages interest rate risk by investing its excess
cash in cash equivalents bearing variable interest rates, which are
tied to various market indices. The Company does not believe that
near-term changes in interest rates will result in a material effect on

future earnings, fair values or cash flows of the Company. The net
effect of a 10% change in interest rates on outstanding cash and
cash equivalents at December 31, 2001 would have less than an
$100,000 effect on the earnings or cash flows.

The Company has a wholly owned subsidiary located in Japan.
The operating costs of this subsidiary are denominated in
Japanese Yen, thereby creating exposures to exchange rate vari-
ations. To date, this subsidiary has had only limited operations and
is expected to continue to have limited operations in the foresee-
able future, and, therefore, the Company does not believe any
changes in exchange rates will have a material effect on future
earnings, fair values or cash flows of the Company. The Company
does not believe that reasonably possible near-term variations in
exchange rates will result in a material effect on future earnings,
fair values or cash flows of the Company, and therefore, the
Company has chosen not to enter into foreign currency hedging
instruments. There can be no assurance that such an approach
will be successful, especially in the event of a significant and sud-
den change in Japanese currency valuation,

Average selling prices of the Company's products have not
increased significantly as a result of inflation during the past sev-
eral years, primarily due to intense competition within the semi-
conductor industry. The effect of inflation on the Company's costs
of production has been minimized through improvements in pro-
duction efficiencies. The Company anticipates that these factors
will continue to minimize the effects of any foreseeable inflation
and other price pressures within the industry and markets in which
the Company participates.




RAMTRON INTERNATIONAL CORPORATION

CONSOLIDATED BALANCE SHEETS
December 31, 2001 and 2000
(in thousands, except share data)

2001 2000
ASSETS
Current assets:
Cash and cash eqUIVAIENS ... e $ 3,259 $7.,256
Accounts receivable, less allowances of $294 and $261, respectively .........c.cccoccvrennen 5,224 1,710
INVENEOTIES 1.ttt bbb bbb b e st or b e srsbs b st st arbensseobs 7,475 7,190
Other CUITENT BSSEIS......ovvivrirrreii ettt st 244 147
TOMAI CUITENT BSSELS ..eviiiiiiiiseiee bttt s e sttt ra s srsbe b st sas b senis 16,202 16,303
Property, plant and equipment, NEL ..ot 4,941 5,595
[NtaNQible @SSELS, NEL . ...t s 14,676 16,464
TOUA @SSEES ..ot ettt st vt erere st sttt s bbb nena et eeenen et ee e $ 35,819 $ 38,362
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
ACCOUNS PAYADIE ...t r ettt s $ 3,900 $ 4,556
ACCIUET lIADIHLIES. ... ...vvvvevecr ettt 1,038 1,915
DEFEITEA TBVEIMUE ...t ettt et sttt s b sttt bs st s b anan 7,152 2,889
Total CUITENt HABIHES .......cveciece e s e 12,090 9,360
DEEITEA TBVEIUE. ...ttt et e e e st s st etesestt st st s s reseereneanereen e reanenenennrereeeenen 3,612
Long-term promissory note, the Fund, net of unamortized discount
of $686 as of December 31, 2000 ..........cc.covveiveerrecierse et - 6,314
Total IADIlIGIES ..........cveeeeieeece et 15,702 15,674
Minority interest in SUDSIAIANY ..o s - 267

Redeemable preferred stock, $.01 par value, 10,000,000 shares authorized:
1,092 and 955 shares issued and outstanding, respectively, entitled to
$1,000 per share plus accrued and unpaid dividends in liquidation....................ccccceee. 1,078 - 920

Stockholders' equity:
Common stock, $.01 par value, 50,000,000 authorized:

22,081,443 and 17,477,488 shares issued and outstanding, respectively.............. 221 175
Deferred COMPENSALION .......coov.iiirirreiee st -- (202)
Additional paid-in CaPIAN ..........ccrirircr s 231,479 201,038
Accumulated AEfICHE ........cocoriiririii e (212,661) (179,510)

Total StockhOIAErS" BQUIEY ......cvuvvveieeieec et 19,039 21,501
Total liabilities and Stockholders' QUILY ...........ccovrveiiericniriereeiirrnee s $ 35819 $ 38,362

See accompanying notes.




RAMTRON INTERNATIONAL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended December 31, 2001, 2000 and 1999
(in thousands, except per share amounts)

2001 2000 1999
Revenue:
PrOGUCE SAIES ... ettt ettt $17,213 $ 18,262 $13,148
License and development feeS ... 2,704 2,000 5,200
ROYAILIES ©...vvviccinies et 295 188 1,501
Customer-sponsored research and development........c.coooveveuceens 2,644 5,629 5,022
22,856 26,079 24,871
Costs and expenses:
Cost Of PrOQUCE SAIES ......vvvovecccieceirccnisrinrreane s conccereraresesncenns 13,466 11,999 7,978
Provision for inventory write-0ff............covriinicocinnnerineen. 912 - 1,178
Research and development ... 14,216 8,013 7,170
Customer-sponsored research and development............cccovvinininne 2,438 5,397 4,880
Sales, general and administrative (exclusive of non-cash
compensation expense shown DEIOW).........c.ccveeriiiiccniecnenn, 12,592 11,412 9,335
Stock-based ComPenSsation............cccovvveeneeiieiiseer e 202 2,183 155
43,826 39,004 30,696
OPEratiNG 10SS ...v.vvcvieeiri ettt (20,970) (12,925) (5,825)
Interest expense, related Party.........covvvcvirninnr e (1,182) (1,161) (914)
Other INCOME, NBL.....oiieee et 279 506 541
Minority interest in net 10ss of SUBSIAIANY ..........co.ccvevnrenrrnennn. 267 706 -
Loss on dispasition of marketable equity securities..............cccoevcvniiennn. (11,382)
Net loss before cumulative effect of accounting change ............cccoceenee. (32,988) (12,874) (6,198)
Cumulative effect of accounting change ..........vccvvevvcneniconnnnncen. - (1,500) -
NBEIOSS .ottt bbb $(32,988) $(14,374) $(6,198)
Loss per common share:
NEEIOSS 1ot e e $(32,988) $(14,374) $(6,198)
Dividends on redeemable preferred stock ..., (139) (99) (396)
Accretion of redeemable preferred Stock...........covevrviecncviniiniins (24) (24) (488)
Gain on preferred stock settlement..........c.covvereroreenneee, - - 5,047
Net loss applicable to cOMMON Shares ... $(33,151) $(14,497) $(2,035)
Net loss per share - basic and diluted:
Net loss per share before cumulative effect of accounting change .. $(1.57) $(0.79) $(0.16)
Cumulative effect of accounting change............ccccoconnnenccncinnns - (0.09) -
Net 10SS per COmMMON ShArE .........ccvvevvieieriiicce e $(1.57) $(0.88) $(0.16)
Weighted average shares outstanding:
- Basic and diluted ... 21,177 16,542 12,815

See accompanying notes.




RAMTRON INTERNATIONAL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2001, 2000 and 1999
{in thousands)

2001 2000 1999

Cash flows from operating activities:
NBEIOSS ...t bbb $(32,988) $(14,374) $(6,198)
Adjustments used to reconcile net loss to net cash

used in operating activities:

Cumulative effect of accounting change ..........ccouveiveivccreininnenn. - 1,500 -
Depreciation and amortization.......c.cco s 3,433 3,146 2,290
Amortization of debt discount ... 686 548 176
Warrants and stock options issued for Services...........ccournnincns 123 182 -
Stock based comPENSAtioN ..........c.ccevevei v 202 2,183 155
Provision for inventory write-0ff ..., 912 - 1,178
Minority interest in SUBSIAIAMY ... (267) (706) -
Loss on disposition and impairment of marketable equity securities. 11,382 - -
Changes in assets and liabilities:
ACCOUNLS TECEIVADIE ..ot e (3,514) 465 (977)
INVENTOTIES ... s (1,197) (2,641) (48)
Accounts payable and accrued liabilities.............ccorerrcnniicininens (1,533) 1,998 (573)
ACCTUE INEIESE. ... enes - (230) 214
Deferred rEVENUE.........c..ccvicec et 7,875 (777) 1,001
10,121 OO PTTO (126) 51 86
Net cash used in operating activities.........cc..ovecveereencnicrivnrnnnnns (15,012) (8,655) (2,696)
Cash flows from investing activities:
Cash from acquired SUDSIIAMY .......cccruirrreicrse s - 665 -
Purchase of property, plant and equipment..........cccc.ccoveviicvnnininincnnnns (433) (635) (316)
Expenditures for intellectual propenty ..., (558) (556) (2,951)
Proceeds from sale of iNVESIMENt ... 8,618 - 75
Net cash provided by (used in) investing activities ........cc.cccooerruee. 7,627 (526) (3,192)
Cash flows from financing activities:
Payments on note payable, related pary..........cccoeveiricneninicrnenninnine, (7,000) - (550)
Issuance of common stock, net of eXpPenses ..., 10,388 5,836 5,176
Preferred stock settlement..........ooocorccniivieiee s - - (3,374)
Net cash provided by financing activities ..............c.cecreverrennnnnnninn, 3,388 5,836 1,252
Net decrease in cash and cash equIvalENtS ... (3,997) (3,345) (4,636)
Cash and cash equivalents, beginning of period.............ccccoe v, 7,256 10,601 15,237
Cash and cash equivalents, end of PEIOd .........ccceevvecrevercrnneeniscsese e, $ 3259 $ 7,256 $ 10,601

See accompanying notes.
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RAMTRON INTERNATIONAL CORPORATION
NOTES TC CONSCLIDATED FINANCIAL STATEMENTS
December 31, 2001, 2000 and 1999

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES:

DESCRIPTION OF BUSINESS. Ramtron International
Corporation (the "Company") designs, develops, manufactures
and markets high-performance specialty semiconductor memory
devices. The Company has two product lines, ferroelectric non-
volatile random access memory ("FRAM") products and high-
speed DRAM (dynamic random access memory) products, called
Enhanced-DRAM products. Enhanced-DRAM products are sold
through the Company's Enhanced Memory Systems, Inc. ("EMS")
and Mushkin Inc. ("Mushkin"} subsidiaries.

The Company's revenues are derived primarily from the sale of its
FRAM and Enhanced-DRAM products and from license and devel-
opment arrangements entered into with a limited number of estab-
lished semiconductor manufacturers and involving the develop-
ment of specific applications of the Company's technologies.
Product sales (primarily Enhanced-DRAM) have been made to
various customers for use in a variety of applications including con-
sumer electronics, telecommunications, accelerator boards, disk
controllers and industrial control devices.

The Company has incurred net losses from operations since its
inception. The Company's ability to achieve profitable operations
is subject to significant risks and uncertainties including, but not
limited to, success in raising additional financing to fund opera-
tions, achieving forecasted revenues on supply arrangements, and
entering into additional license and research and development
arrangements. There is no guarantee that the Company will be
successful in addressing such risks.

The Company's current business plan contemplates significant
revenue growth in 2002 due to the introduction of new products
and established supply agreements. In addition, the Company
obtained $8 million in cash in March 2002 from a private placement
of convertible debt (see Note 16). The Company believes these
factors, along with cash on hand as of December 31, 2001, will be
sufficient to fund its operations at least through December 31,
2002.

USE OF ESTIMATES. The preparation of financial statements in
conformity with accounting principles generally accepted in the
United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabili-
ties at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting periods.
Actual results could differ from those estimates.
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PRINCIPLES OF CONSOLIDATION. The accompanying financial
statements include the consolidation of accounts for the
Company's 80% owned subsidiary, Enhanced Memory Systems,
inc. and its wholly owned subsidiaries, Mushkin Inc., acquired in
June 2000, and Ramiron Kabushiki Kaisha ("Ramtron K.K."},
which was created in July 1996. The Company formed EMS to
operate its Enhanced-DRAM business. Mushkin was acquired in
June 2000 to expand the Company's Enhanced-DRAM product
business. The Company formed Ramtron K.K. to act in a sales
and marketing role within Japan for the Company's products and to
function as a liaison between the Company and its Japanese
alliance partners. To date, Ramtron K.K. has had limited opera-
tions. All material inter-company accounts and transactions have
been eliminated in consolidation.

Minority interest in the net book value and operating results of EMS
are reflected in the accompanying consolidated balance sheets
and statements of operations. Minority interest in net losses of
EMS were not recorded subsequent to March 31, 2001, due to the
minority interest balance being reduced to zero on that date.

REVENUE RECOGNITION. Revenue from product sales to direct
customers is recognized upon shipment. The Company defers
recognition of sales to distributors that are given rights of return
and price protection by the Company until the distributors have
resold the products. Revenue from licensing and technology
development programs which are refundable, or for which future
obligations exist, is recognized over the period the Company is
required to provide services under the terms of the agreement.
Revenue from royalties is recognized upon the shipment of prod-
uct from the Company's technology license partners to direct cus-
tomers. Certain research and development activities are conduct-
ed for third parties and such revenue is recognized as the servic-
es are performed.

INVENTORIES. Inventories are stated at the lower of cost or mar-
ket value. The first-in, first-out method of costing inventories is
used. The Company writes down its inventory for estimated obso-
lescence or lack of marketability for the difference between the
cost of inventory and the estimated market value based upon
assumptions about future demand and market conditions.

PROPERTY, PLANT AND EQUIPMENT. Property, plant and
equipment are stated at cost and depreciation and amortization are
provided using the straight-line method over the estimated useful
lives of the respective assets. Maintenance and repairs are
expensed as incurred and improvements are capitalized.

The cost of assets sold or retired and the related accumulated
depreciation or amortization are removed from the accounts and
the resulting gain or loss is reflected in the consolidated statement
of operations in the period in which such sale or disposition occurs.




INTANGIBLE ASSETS. Intangible assets are recorded at cost
and are amortized over their estimated useful lives using the
straight-line method. The amounts capitalized for patents include
the cost of acquiring and defending the patent.

INCOME TAXES. The Company recognizes deferred income tax
assets and liabllities for the expected future income tax conse-
quences, based on enacted tax laws, of temporary differences
between the financial reporting and tax bases of assets, liabilities
and carryovers. The Company recognizes deferred tax assets for
the expected future effects of all deductible temporary differences,
loss carryovers and tax credit carryovers. Deferred tax assets are
then reduced, if deemed necessary, by a valuation allowance for
the amount of any tax benefits which, more likely than not, based
on current circumstances, are not expected to be realized.

CASH AND CASH EQUIVALENTS. For purposes of the consoli-
dated statements of cash flows, the Company considers all cash
and highly liquid investments purchased with an original maturity of
three months or less to be cash equivalents.

Included in cash and cash equivalents as of December 31, 2000
are $5.6 million of debt securities. These securities were classified
as available-for-sale and carried at their amortized cost, which
approximated fair value. There were no debt securities included in
cash and cash equivalents at December 31, 2001.

NET LOSS PER SHARE. Basic earnings per share is computed
by dividing reported eamings applicable to common shares by the
weighted average shares outstanding. Diluted earnings per share
reflects the potential dilution assuming the issuance of common
shares for all dilutive potential common shares outstanding during
the period. As a result of the Company's net losses, all potentially
dilutive securities including warrants, stock options and convertible
preferred stock, would be anti-dilutive and thus, are excluded from
diluted earnings per share. Potentially dilutive securities excluded
from diluted earnings per share were 5,771,000, 8,359,000 and
7,581,800 shares in 2001, 2000 and 1999, respectively.

LONG-LIVED ASSETS. Long-lived assets and certain identifiable
intangibles to be held and used by the Company are reviewed for
impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Any
impaired long-lived assets and identifiable intangibles are written
down to fair value.

FAIR YALUE OF FINANCIAL INSTRUMENTS. The Company's
financial instruments consist of cash and cash equivalents, short-
term trade receivables and payables. The carrying values of cash
and cash equivalents, and short-term trade receivables and
payables approximate fair value due to their short-term nature.

COMPREHENSIVE LOSS. The Company reports all changes in
equity that result from transactions and other economic events
from non-owner sources as comprehensive loss.

NEW ACCOUNTING STANDARDS. In June 1998, the Financial
Accounting Standards Board ("FASB") issued Statement of
Financial Accounting Standards No. 133, "Accounting for
Derivative Instruments and Hedging Activities" {"SFAS No. 133").
SFAS No. 133 establishes accounting and reporting standards
requiring that every derivative instrument (including certain deriva-
tive instruments embedded in other contracts) be recorded in the
balance sheet as either an asset or liability measured at its fair
value. It also requires that changes in the derivative's fair value be
recognized currently in earnings unless specific hedge accounting
criteria are met. There was no impact on the Company's financial
statements as a result of adopting SFAS No. 133 on January 1,
2001.

In December 1999, the Securities and Exchange Commission
issued Staff Accounting Bulietin No. 101, "Revenue Recognition”
("SAB No. 101"}, which provides guidance on the recognition,
presentation and disclosure of revenue in financial statements. As
a result, effective January 1, 2000, the Company changed its
method of recognizing revenue on certain payments resulting from
technology licensing activities. In prior years the Company recog-
nized non-refundable technology license agreement payments
when billed in accordance with contractual arrangements. In
accordance with SAB No. 101's guidance, the Company now rec-
ognizes revenues related to technology licensing agreements over
the licensing and/or royalty bearing period. The effect of this
change in revenue recognition was to increase income before
cumulative effect of the accounting change by approximately
$135,000 or $0.01 per share in 2001 and $150,000 or $0.01 per
share in 2000. The cumulative effect of retroactively applying this
change in accounting principle to periods prior to 2000 resulted in
a one-time non-cash charge of $1.5 million and is included in net
loss for the year ended December 31, 2000. Had this change in
accounting been applied consistently for all periods presented, net
loss before change in accounting principle and net loss per com-
mon share for 1999 would have been $7.7 million and $0.28,
respectively.

In June 2001, the FASB issued Statement of Financial Accounting
Standards No. 141, "Business Combinations" (SFAS No. 141).
SFAS No. 141 requires that all business combinations be account-
ed for using the purchase method of accounting. The provisions of
SFAS No. 141 apply to all business combinations initiated after
June 30, 2001.

In June 2001, the FASB issued Statement of Financial Accounting
Standards No. 142, "Goodwill and Other Intangible Assets" (SFAS
No. 142). SFAS No. 142 changes the accounting for goodwill and
certain intangible assets with indefinite lives and requires that they
no longer be amortized but be tested for impairment at least annu-
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ally at the reporting unit level. The Company will adopt SFAS No.
142 on January 1, 2002. Application of the non-amortization pro-
visions of SFAS No. 142 is expected to result in an annual
decrease in operating expenses of approximately $1.5 million.
During 2002, the Company wili perform the first of the required
impairment tests of goodwill as of January 14 3002' The Company
has not yet quantified the effects of adopting SFAS No. 142 on its
financial position or results of operations.

In June 2001, the FASB issued Statement of Financial Accounting
Standards No. 143, "Accounting for Asset Retirement Obligations”
(SFAS No. 143). SFAS No. 143 requires entities to record the fair
value of a liability for an asset retirement obligation in the period in
which it is incurred. When the liability is initially recorded, the enti-
ty capitalizes a cost by increasing the carrying amount of the relat-
ed long-lived asset. Over time, the liability is accreted to its pres-
ent value each period, and the capitalized cost is depreciated over
the useful life of the related asset. Upon settlement of the liability,
an entity either settles the obligation for the recorded amount or

2. INVENTORIES:

Inventories consist of:

incurs a gain or loss upon seftlement. SFAS No. 143 is effective
for fiscal years beginning after June 15, 2002. The Company will
adopt SFAS No. 143 on January 1, 2003, but has not yet quanti-
fied the effects of adopting SFAS No. 143 on its financial position
or results of operations.

In August 2001, the FASB issued Statement of Financial
Accounting Standards No. 144, "Accounting for the Impairment or
Disposal of Long-Lived Assets" (SFAS No. 144). SFAS No. 144
establishes a single accounting model for long-lived assets to be
disposed of by sale and requires that those long-lived assets be
measured at the lower of carrying amount or fair value less cost to
sell, whether reported in continuing operations or in discontinued
operations. SFAS No. 144 is effective for fiscal years beginning
after December 15, 2001. The Company will adopt SFAS No. 144
on January 1, 2002, and does not expect the adoption of the SFAS
No. 144 will have a material impact on the Company's financial
position or results of operations.

December 31,
2001 2000
(in thousands)
Finished goods.......coencrirnrinines $4,501 $4,222
Work in process .......c.covereneernennces 2,974 2,968
$7.475 $7,190
3. PROPERTY, PLANT AND EQUIPMENT:
Property, plant and equipment consists of;
Estimated December 31,
Useful Lives 2001 2000
{In Years) (in thousands)
LANG ..ot s - $ 668 $ 668
Buildings and improvements...........cc.ccoeveincinneicene 18 and 10 8,942 8,942
EQUIDIMENT ..ot e ne e 5 14,191 13,763
Office furniture and equipment .......c..ccccovvricrveennne 5 622 617
24,423 23,990
Less accumulated depreciation and amortization .... (19,482) (18,395)
$ 494 $ 5595

Depreciation and amortization expense for property, plant and equipment was $1,087,000, $1,145,000 and $1,335,000 for 2001, 2000
and 1999, respectively. Maintenance and repairs expense was $710,000, $851,000 and $757,000 for 2001, 2000 and 1999, respectively.

15




4, INTANGCIBLE ASSETS:

intangible assets consist of;

Estimated December 31,
Useful Lives 2001 2000

(In Years) {in thousands)
Technology ICENSE.........eeeeevesesccercrceeeeeeeecenmecessieinine 6 $ 1,983 $ 1,983
Patents and trademarks......c..coocvvceevnnreirnreniirnennns 17 7,788 7,230
License MghtS. ..o 5 2,150 2,150
GOOAWIll ..o 7-17 13,862 13,862
25,783 25,225
Less accumutated amortization ... (11,107) (8,761)
$14,676 $16,464

In January 2000, the Company's then wholly owned subsidiary, EMS, entered into a non-exclusive, worldwide technology licensing agree-
ment with Infineon Technologies AG ("Infineon"). In consideration for the grant of the license, Infineon received 20% of the outstanding
common stock of EMS. Additionally, the agreement calls for Infineon to provide EMS with up to $200 million per year of committed wafer
manufacturing capacity using Infineon's advanced DRAM and embedded DRAM process capabilities and access to Infineon's design
technology. The agreement has a term of six years with optional two-year renewal periods thereafter. The technology license was val-
ued at approximately $1,983,000 and is being amortized over the life of the agreement. The increase in the carrying value of the
Company's investment in EMS of $1,010,000 as a result of the shares issued to Infineon has been recorded as an increase to addition-

al paid-in capital.

Amortization expense for intangible assets was $2,346,000, $2,001,000 and $955,000 for 2001, 2000 and 1999, respectively.

5. COMMITMENTS:

LEASE COMMITMENTS. The Company has commitments under
non-cancelable operating leases expiring through 2006 for various
equipment. Minimum future annual lease payments under these
leases as of December 31, 2001 are as follows:

2002 $1,253,000
2003 982,000
2004 739,000
2005 16,000
2006 15,000

$3,005,000

Total rent expense on all operating leases was $698,000,
$490,000 and $535,000 for 2001, 2000 and 1999, respectively.

EMPLOYMENT AGREEMENTS. The Company has employment
agreements with certain employees, which provide for certain pay-
ments and continuation of benefits should their employment termi-
nate as defined in the employment agreements.

MANUFACTURING ALLIANCES. The Company has entered into
third-party manufacturing agreements for the supply of its FRAM
and Enhanced-DRAM products and intends to enter into addition-
al third-party manufacturing agreements for the supply of such
products in the future. The Company has relied and will continue

to rely on such manufacturing relationships as the primary source
of manufacturing for its products. The Company's third-party man-
ufacturing agreements provide only for a call on the manufacturing
capacity of the vendors. The product will be supplied to the
Company at prices negotiated between the Company and such
third-party manufacturers based on current market conditions.
The Company does not engage in any take-or-pay agreements
with its manufacturing alliances.

6. STOCKHOLDERS' EQUITY:

REVERSE STOCK SPLIT. On July 20, 1999, the Company's
stockholders approved a one-for-five reverse stock split. Common
stock information appearing in the accompanying financial state-
ments and notes have been retroactively adjusted to reflect the
effects of the reverse split.

PREFERRED STOCK PLACEMENT. In February 1998, the
Company issued and sold in a private placement 17,425 shares of
Series A Convertible Preferred Stock ("Preferred Stock"), resulting
in gross proceeds of approximately $17.4 million. Each share of
Preferred Stock was entitled to receive cumulative dividends at the
rate of 6% per annum, payable in shares of Preferred Stock.
Except for certain exceptions, the holders of the Preferred Stock
had no voting rights. The shares of Preferred Stock, including any
accrued dividends thereon, would have automatically converted
into common stock on the fifth anniversary of the date of the origi-
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nal issuance to the extent any shares of Preferred Stock remained
outstanding at that time. Until September 1, 1998, the Preferred
Stock was convertible at a Conversion Price of $50.00. Thereafter,
subject to a maximum conversion price, as defined, the
Conversion Price was equal to the lowest trading price of the com-
mon stock for the 22-trading days immediately preceding the con-
version date, less a discount of 7% (beginning September 1, 1998)
and increasing by 1% per month to 15% (on or after May 1, 1999).

The conversion discount of the Preferred Stock was considered to
be an additional preferred stock dividend. The discount for the
beneficial conversion feature, computed at issuance to be
$3,075,000, was recorded as a reduction of preferred stock and an
increase to additional paid-in-capital. The discount was recog-
nized ratably as a non-cash deemed dividend over the applicable
fourteen month period. If shares were converted prior to the full
accretion, no additional discount was taken during the fourteen
month period.

On October 21, 1998, the Company suspended conversions of the
Preferred Stock because the Company had issued, from its author-
ized shares, the maximum number of common shares available for
such conversions (4,494,768 shares). No further conversions of
the Preferred Stock could be effected until the Company's share-
holders approved an authorization of additional common stock. At
the time of suspension of the Preferred Stock conversions, approx-
imately $8.9 million face value of Preferred Stock, plus accrued
dividends, remained outstanding.

On July 20, 1999, the Company's common stockholders approved
the restructuring of the terms of the Company's Preferred Stock
and on August 6, 1999, the Company entered into an agreement
with the holders of a majority of the outstanding Preferred Stock to
restate the terms of the Preferred Stock. In accordance with the
restated terms of the Preferred Stock, holders thereof had until the
close of business on August 16, 1999, to elect (i) to continue to
own shares of Preferred Stock, (ii) to exchange shares of Preferred
Stock, including accrued dividends, for cash in the amount per
Preferred Stock share equal to 50% of the liquidation value there-
of, or (iii) to exchange the shares of Preferred Stock, including
accrued dividends, for shares of the Company's Common Stock at
an exchange ratio of $3.75 liquidation value of Series A Preferred
per share of Common Stock. Effective as of August 16, 1999, of
the 8,878 shares of Preferred Stock outstanding on August 6,
1999, 4,204 shares plus accrued dividends were retired and can-
celed in exchange for the payment in the aggregate of $2,290,431
to the former halders thereof; 3,802 shares of Preferred Stock were
exchanged for 1,104,746 shares of Common Stock, with an esti-
mated fair value of $2,400,000; and 872 shares of Preferred Stock
with restated terms remained outstanding.

The restated terms of the remaining Preferred Stock include (i) a
fixed conversion at $5.00 per share; (i) a three-year term expiring
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on July 31, 2002; (i) an adjusted dividend rate of 11% per annum
{subject to possible future adjustments); and (iv) a mandatory
redemption feature at the date of maturity of $1,000 per share plus
accrued dividends.

For the year ended December 31, 1999, the Company recorded
$396,000 of dividends, $488,000 of accreted discount and a gain
on the settlement of the Preferred Stock of $5.0 million. The $5.0
million gain on the seftlement of the Preferred Stock included a
$676,000 gain recerded during April 1999 from an earlier Preferred
Stock settlement, which required a $475,000 payment by the
Company. The remaining balance of the $5.0 million gain was
determined on August 16, 1999 pursuant to the decisions of hold-
ers of the Preferred Stock regarding their restructuring options as
described above. The gain was determined on that date by com-
paring the fair value of the new instrument (i.e., cash, common
stock and/or restated Preferred Stock) with the recorded value of
the exchanged Preferred Stock (including dividends), less restruc-
ture costs of $609,000, with the difference being the recorded gain,
which was recorded as an increase to additional paid-in capital.
Included in these transactions were the reacquisition of $1.9 million
of beneficial conversion features which were recorded in addition-
al paid-in capital and were created as a part of the issuance of the
Preferred Stock in 1998.

For the years ended December 31, 2001 and 2000, the Company
recorded $139,000 and $99,000 of dividends, respectively and
$24,000 of discount accretion on redeemable preferred stock in
each year.

COMMON STOCK PLACEMENT AND PRICE ADJUSTMENT. In
December 1997, the Company issued and sold in a private place-
ment to certain investment funds 160,000 shares of restricted com-
mon stock at an issue price of $24.65 per share. The common
stock purchase price was based on a 15% discount to the average
closing bid price for the Company's common stock as reported on
The Nasdag Stock Market ("NASDAQ") during the 5-trading day
period immediately prior to the date of the issuance resuiting in
aggregate gross proceeds to the Company of $3,944,000. The
Company also issued to the placement agents warrants to acquire
an aggregate of 16,000 shares of common stock for a purchase
price of $24.65 per share which expire in December 2002.

The agreement covering the sale of common stock provided, sub-
ject to certain exceptions, that if during the twelve-month period fol-
lowing the closing of the transaction, the Company sold any shares
of common stock for an issue price lower than the purchase price,
the purchase price per share of such common stock would be
adjusted downward to equal such lower issue price. Any such
adjustment would be effected by issuing additional shares of com-
mon stock to the holders who purchased common stock in the pri-
vate placement.




The holders were not required to accept, by way of any such
adjustment, a number of common shares which would cause the
total number of common shares held by the holders, which were
held by them on the date of the agreement, or acquired by them
pursuant to the agreement, to exceed 4.99% of the total cutstand-
ing common stock of the Company. The Company would be
required to effect the 4.99% adjustment by cash refund to the
extent necessary to avoid the 4.99% limitation being exceeded. As
of December 31, 1998, the additional shares and cash refund to
effect the fimitation adjustment was 466,338 shares and
$3,223,712, respectively. At December 31, 1998, the Company's
obligation to deliver cash to the holders, was recorded as a current
liability with a corresponding charge to earnings. During 1999, the
466,338 shares were issued. On July 20, 1999, the Company's
shareholders approved a restructuring plan that created a one year
promissory note for the cash refund amount of $3,223,712 at 8%
interest maturing July 31, 2000. All or part of the principal and
accrued and unpaid interest of the promissory notes were convert-
ible into common stock at the option of the holder of the note at a
conversion ratio of one share of common stock for each $5.00 of
principal and accrued interest converted. On February 29, 2000,
the promissory note holders elected to convert outstanding princi-
pal and accrued interest totaling approximately $3,378,000 into

675,547 shares of the Company's common stock.

COMMON STOCK PLACEMENT WITH INFINEON TECHNOLO-
GIES AG. The Company and Infineon Technologies AG entered
into a share purchase agreement dated December 14, 2000 pur-
suant to which Infineon agreed to invest approximately $30 million
in the Company, $10 million in cash and $20 million in Infineon
common stock (443,488 shares), in exchange for 4,430,005
shares of the Company's common stock. Upon completion of the
transaction Infineon owned approximately 20% of the Company's
outstanding common stock. Infineon may transfer or sell its inter-
est in the Company's shares in two equal- installments twelve and
eighteen months from the initial closing date. The companies also
entered into a separate cross-license agreement that provides
Infineon with a nonexclusive license to the Company's FRAM
memory technology, and the Company with access to certain
Infineon technologies refating to fabrication of FRAM memories.
The initial closing occurred February 2, 2001, providing the
Company with $10 million in exchange for 1,476,668 shares of
common stock. The final closing was completed on March 30,
2001, providing the Company 443,488 Infineon shares. All Infineon
shares were sold by the Company during 2001.

WARRANTS. Warrants to purchase shares of the Company's common stock are as follows:

Number of Shares
(in thousands)
Exercise Principal

Price Per Share Stockholders Others Total
Outstanding and exercisableat December 31, 1998.............. $1.15-$20.75 1,399 16 1,415
CaNCEIET ..vvv v e et $5.00 (806) - (806)
GraMtBA ..ottt e s $2.25-$16.22( 2,883 - 2,883
Outstanding and exercisableat December 31, 1999.............. $1.15-$16.22 3476 16 3,492
Granted ..o e $3.75-$17.0003)4) 667 600 1,267
EXBITISEA 1.v.vveverriieseriesiensaressesseerer s snese s $1.15-816.22 {667) {571) (1,238)
Outstanding and exercisableat December 31, 2000.............. $2.25-$17.00 3,476 45 3,521
CanCElled .......coovv e $10.81-$16.22 {1,683) - (1,683)
Outstanding and exercisableat December 31, 2001.............. $2.25-17.00 1,793 45 1,838

All of the above warrants are currently exercisable. Of such warrants, warrants to purchase 240,000 shares of common stock with an
exercise price of $5.00 expire in August and December 2002; warrants to purchase 667,000 shares at $6.88 expire in December 2007;
warrants to purchase 25,000 shares at $17.00 expire in March 2003; and warrants to purchase 906,000 shares of common stock with

an exercise price of $2.25 expire in 2008 and 2009.

(1) In December 1999, the Company issued and sold in a private placement 953,000 common stock units at an issue price of $5.66 per unit. Each
unit consisted of 1 share of common stock, one warrant to purchase common stock at $10.81 per share and one warrant to purchase common
stock at $16.22 per share. The Company issued to the placement agent for this transaction approximately 36,000 warrants to purchase common
stock at $10.81 per share and approximately 36,000 warrants to purchase common stock at $16.22 per share.
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(2) Pursuant to the restructuring plan approved by the Company's shareholders on July 20, 1999 and in consideration for the National Electrical
Benefit Fund (the "Fund") to amend the terms of the Fund's credit facility, the Company agreed to amend the exercise price of outstanding war-
rants held by the Fund to purchase 805,697 shares of the Company's common stock and extend the expiration date of such warrants to September
30,2008. The Company also issued new warrants to purchase 100,000 shares of the Company's common stock with an expiration date of August
6,2009. The amended warrants and the new warrants have an exercise price of $2.25 per share. The Company has determined that the 905,697
warrants issued to the Fund at $2.25 per share in conjunction with the amendment and restatement of a note payable due to the Fund had a fair
value of $1,409,000. The Company recorded the fair value as a debt discount to be amortized over the remaining life of the outstanding note
payable. The exercise price of these warrants is periodically amendable to equal the lowest price of any stock option or warrant issued by the
Company, as defined.

(3) InJanuary 2000, the Company issued 667,000 warrants to its Chairman of the Board at an exercise price of $6.88, the fair value of common stock
at the date of issuance. The warrants vest on December 31, 2002 and are exercisable through 2007. Vesting of these warrants can be acceler-
ated upon the occurrence of certain events, as defined.

(4) In January 2000, the Company issued 25,000 warrants to a third party for services provided at an exercise price of $17.00. These warrants vest-
ed immediately, are exercisable through March 2003 and were valued at $182,000 with the charge being included in sales, general and adminis-
trative expenses in the accompanying consolidated statements of operations.

All other outstanding warrants had a nominal value at the time of issuance.

DEFERRED COMPENSATION. Subject to shareholder approval to amend the Company's 1995 Stock Option Plan, options to purchase
500,000 shares of the Company's common stock were approved by the Board of Directors for certain officers of the Company on
September 28, 1999, with an exercise price of $2.25 per share. On December 22, 1999, shareholders approved the amendment of the
1995 Stock Option Plan. On that date, the aggregate intrinsic value of the options was $2,578,000 and was recorded as deferred com-
pensation. The unamortized compensation expense as of December 31, 2001 and 2000 was approximately $0 and $202,000, respec-
tively.

STOCK OPTIONS. The Company has four stock option plans, the Amended and Restated 1986 Stock Option Plan (the "1986 Plan"),
the 1989 Nonstatutory Stock Option Plan {the "1989 Plan"), the 1995 Stock Option Plan, as amended (the "1995 Plan"), and the 1999
Stock Option Plan {the "1999 Plan") (collectively, the "Plans"). The Plans reserve 6,235,714 shares of the Company's commen stock for
issuance and permit the issuance of non-qualified stock options. The exercise price of all non-qualified stock options must be equal to
at least 85% of the fair market value of the common stock on the date of grant in the 1986 and 1989 Plans and 95% in the 1995 and
1999 Plans, and the maximum term of each grant is ten years. Options granted become exercisable in full or in installments pursuant
to the terms of each agreement evidencing options granted. The 1986 and the 1995 Plans also permit the issuance of incentive stock
options. As of December 31, 2001, the Company has not granted any incentive stock options.

The Company accounts for these plans under APB Opinion No. 25, under which no compensation cost is recognized for grants with an
exercise price equal to or in excess of the value of the underlying stock on the measurement date.

Had compensation costs for these plans been determined consistent with SFAS No. 123, "Accounting for Stock Based Compensation,"
("SFAS No. 123" the Company's net loss and net loss per share would have been reported as follows:

Year Ended Year Ended Year Ended
Dec. 31, 2001 Dec. 31, 2000 Dec. 31, 1999

(in thousands, except per share amounts)

Net Loss Applicable to Common Shares

AS TEPOMET .....coovvvvevsnsrr s sssee s sssres $(33,151) $(14,497) $(2,035)

Pro fOMMA. ..o eser e (36,235) (18,533) {4,338)
Net Loss Per Share

As reported - basic and diluted $(1.57) $(0.88) $(0.16)

Pro forma - basic and diluted.............c..ccccvmueenn. (1.71) (1.12) (0.34

Because the SFAS No. 123 method of valuation has not been applied to options granted prior to January 1, 1995, the resulting pro forma
compensation costs may not be representative of amounts to be expected in future years.
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For disclosure purposes, the fair value of stock based compensation was computed using the Black-Scholes option pricing model with
the following weighted average assumptions used for 2001, 2000 and 1999 grants: '

2001 2000 1999
Risk Free Interest Rate ............coccrvvcenes 4.00% 6.63% 6.63%
Expected Dividend Yield...........cccoonennee 0% 0% 0%
Expected LiVES ... 4.0 years 40vyears  3.5years
Expected Volatility ..........cccocoeivcieivnnnn, 113% 109% 103%
Activity in the Plans is as follows:
Number of Shares
(in thousands)
Weighted Average Directors
Exercise and
Price Per Share Officers Employees Total
Outstanding at December 31, 1998..........cccccomvvinecnne $29.25 » 311 496 807
- GrANEA ..o et e ene o ' $2.31 544 482 1,026
. CaNCRIET ......ovvooeeereeees e $22.47 - : (53) (53)
Outstanding at December 31, 1999..........ccccvvvvcninne $13.92 855 925 1,780
Granted . ......ceveirecrecercce s e $6.72 805 846 1,651
Cancelled .......cocoeinrinnr et $20.37 (18) (86) (104)
EXErCISEA .....ovvv ettt sres s st $233 .- (80) (80)
Reclassification ... _ (122) 122 -
Outstanding at December 31, 2000.........c.ccocoervnincinnne $10.33 1,520 1,727 3,247 -
GraNEG ... e $233 413 764 1,177
Cancelled .....c..ocorreinrnrrie e s $14.67 (158) (375) (533)
EXErCISEd ...ovvoet et e $223 - (174) (174)
Reclassification ... » (18) 18 -
Outstanding at December 31, 2001........cccooeevvvvrrrnnene, $7.56 1,757 1,960 3,717

As of December 31, 2001, 2000 and 1999, 1,792,000, 1,305,000 and 590,000 of the above options were exercisable, respectively, with
weighted average exercise price of $10.90, $16.27 and $28.57, respectively.

The weighted average fair value of shares granted during the years ended December 31, 2001 and 2000 was $1.67 and $5.12, respec-
tively. For the year ended December 31, 1999 the weighted average fair value of shares granted below fair market value (500,000
shares) and shares granted at market value {526,000 shares) was $6.64 and $1.61, respectively.
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The following table sets forth the exercise price range, number of shares, weighted average exercise price and remaining contractual
fives by groups of options:

Weighted Average

Number of Remaining

’ Shares Exercise Contractual
Exercise Price Range Outstanding Price Life

(in thousands)
$1.47-$1.88 998 $1.87 9.78
$1.90-$2.25 659 2.22 7.69
$2.40-$5.50 793 5.16 8.99
$5.59 - §$7.44 657 7.38 8.18
$7.62 - $40.95 _ 610 2595 5.06
3,717
Weighted Average

Number of Remaining

Shares Exercise Contractual
Exercise Price Range Exercisable Price Life

(in thousands)

$1.47-$1.88 153 $1.88 9.78
$1.90-$2.25 648 2.22 7.69
$2.40-$5.50 227 543 8.99
$5.59-$7.44 241 7.39 8.18
$7.62 - $40.95 523 28.24 5.06

7. RELATED PARTY TRANSACTIONS:

The National Electrical Benefit Fund (the "Fund"} is a principal
stockholder of the Company.

TRANSACTIONS WITH THE FUND. Pursuant to a Stock and
Warrant Purchase Agreement dated March 13, 1989 between the
Company and the Fund, as amended by Amendment No. 1 there-
to dated June 29, 1989 (the "1989 Fund Purchase Agreement”),
the Company agreed fo pay to the Fund, for as long as the Fund

owns at least 5% of the outstanding shares of the Company's
commen stock, a reasonable monthly consulting fee of not more
than $5,000 and to reimburse the Fund for all out-of-pocket
expenses incurred in monitoring the Fund's investment in the
Company. During 2001, 2000 and 1999, the Company was obli-
gated to pay to the Fund approximately $80,000 per vear in pay-
ment of such fees and expenses. Payments made for these obli-
gations were $471,000, $0 and $390,000 during 2001, 2000 and
1999, respectively. $40,000 and $447,000 related to this obliga-
tion is included in accrued fiabilities as of December 31, 2001 and
2000, respectively.

In September 1995, the Company and the Fund entered into a
Loan Agreement (the "Fund Credit Facility") which was amended
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on August 6, 1999. Pursuant to the terms of the amended credit
facility (the "Amended Credit Facility"), the outstanding principal
balance under the note as of August 6, 1999 was $7 million. The
Amended Credit Facility bore interest at 8% per annum, payable
quarterly. The Fund had the right to convert all or any portion of
the amounts outstanding under the Amended Credit Facility into
common stock at any time or times before maturity of the loan at a
conversion price equal to $5.00 for each share of common stock.
The maturity date of the credit facility, as amended, was July 12,
2002. On August 22, 2001, the Company exercised the prepay-
ment provision of the note by notifying the Fund of the Company's
intention to prepay the balance due no later than January 2, 2002.
The Fund's common stock conversion privileges remained in effect
until payment was made. On November 9, 2001, the Fund elect-
ed to accept payment in lieu of a conversion to the Company's
common stock. On November 15, 2001, the Company paid to the
Fund all outstanding principal and interest amounts due, totaling
$7.1 million.

As consideration for the Fund to amend the terms of the credit
facility, the Company agreed to amend the exercise price of out-
standing warrants held by the Fund to purchase 805,697 shares of
the Company's common stock to $5.00 and extend the expiration
date of such warrants to September 30, 2008. The Company also




issued new warrants to purchase 100,000 shares of the
Company's common stock with an exercise price of $2.35 with an
expiration date of August 6, 2009. During 1999, the exercise price
of these warrants was reduced to $2.25. These warrants, as
amended, were valued using the Black Scholes option pricing
method with a resulting value of approximately $1.4 million. This
amount was accounted for as a discount to the outstanding prom-
issory note payable and was amortized over the remaining life of
the note as a charge to interest expense in the Company's consol-
idated statements of operations. The unamortized discount per-
taining to the note as of December 31, 2001 and 2000 are approx-
imately $0 and $686,000, respectively.

TRANSACTIONS INVOLVING DIMENSIONAL FUND ADVI-
SORS, INC. Dimensional Fund Advisors, Inc. is a principal share-
holder of the Company.

In connection with the restructuring of the Company's Series A
Preferred Stock in August 1999, the Company entered into agree-
ments with certain affiliates of Dimensional Fund Advisors, Inc. (the
"DFA Affiliates") to issue to each DFA Affiliate an unsecured con-
vertible promissory note (together, the "DFA Promissory Notes”) in
consideration of the termination of certain Common Stock pur-

9. INCOME TAXES:

chase rights of the DFA Affiliates. Such purchase rights were
recorded as a common stock price adjustment liability in balance
sheets prior to September 30, 1999. The DFA Promissory Notes,
which totaled $3,223,712, bore interest at 8% per annum and were
to mature on July 31, 2000. All or part of the principal and accrued
and unpaid interest of the DFA Promissory Notes were convertible
into common stock at the option of the holder of the note at a con-
version ratio of one share of common stock for each $5.00 of prin-
cipal and accrued interest converted. On February 29, 2000, the
DFA Affiliates elected to convert all outstanding principal and
accrued interest totaling approximately $3,378,000 into 675,547
shares of the Company's common stock.

8. SUPPLEMENTAL CASH FLOW INFORMATION:

Cash paid for interest and income taxes:

2001 2000 1999
(in thousands)
Interest

$533 $815 $557

Income taxes

As of December 31, 2001, the Company had approximately $163 million of net operating loss carryovers for tax purposes. Further, the
Company has approximately $1.5 million of research and development tax credits available to offset future federal and state income
taxes. The net operating loss and credit carryovers expire through 2021. The Internal Revenue Code contains provisions, which may
limit the net operating loss carryforwards available to be used in any given vear if certain events occur, including significant

changes in ownership interests.

The components of the net deferred income tax asset were as follows:

Deferred tax assets:
Other, including capital l0SS Carryovers ........c.occe e,
Net operating (0SS CarryOVers .......cc.ccccvvmmernniririceiennns

Valuation alloWante .........c..ccovvvviiceiee e,

December 31,
2001 2000
{in thousands)
$ 15,300 $ 7,500
60,900 58,000
76,200 65,500
(76,200) (65,500)
e e

—
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The provision for income taxes includes the foilowing:

December 31,
2001 2000 1999
(in thousands)
Current;
FEUABTA! oot $ $ $ -
SHAE .o - -

Deferred:
FEABTAl ...t ser et (11,000) (4,640) - (2,040
1 | (- ORI TTRRO (1,600) (700) (290)
Total deferred benefit.........cccoovcceeircrnineniscnen, {12,600) (5,340) (2,330
Increase in valuation alloWance .........ccococvvvvvcvevevrvenac 12,600 5,340 2,330
Total PrOVISION .....couvreceeeierriee et nas e resseener s s renne $ - $ - $

Income taxes computed using the federal statutory income tax rate differ from the Company's effective tax rate primarily as a result of
state taxes and the increase in the valuation allowance. During 2001 and 2000, net operating loss carryovers of approximately $4.7 mil-
lion and $6.1 million, respectively, expired.

Tax expense other than payroll and income taxes were $119,000, $399,000 and $586,000 for 2001, 2000 and 1999, respectively.
10. LOSS ON DISPOSITION OF MARKETAB[LE EQUITY SECURITIES |

During 2001, the Company sold 443,488 shares of Infineon common stock the Company held, consisting of all of the shares obtained
through the share purchase agreement with Infineon dated December 14, 2000. The Company received proceeds of $8.6 million from
these sales. During 2001, the Company recorded a loss of $11.4 million on the disposition and impairment of these securities.

11. ACQUISITION OF MUSHKIN INC.

On June 14, 2000, the Company entered into a merger transaction among the Company, a wholly owned subsidiary of Ramtron
international Corporation, Mushkin Inc. ("Mushkin™), and the Mushkin shareholders. In this transaction Ramtron acquired all of the issued
and outstanding shares of Mushkin for 952,380 shares of Ramtron common stock valued at $10,000,000. The acquisition was account-
ed for as a purchase. Accordingly, Ramtron's consolidated financial statements include the results of operations of Mushkin since the
acquisition date. The total purchase price was allocated based on fair value of assets acquired and liabilities assumed as follows:

(in thousands)

Fair value of tangible net assets ................ $ 667
GOOAWIll.......ocvcrereiere e 9,333
$10,000

Goodwill is being amortized over an estimated useful life of 7 years using the straight-line method. Given the current unsettied and
volatile economic environment, it is possible that a future evaluation of the realizability of the goodwill recorded in this transaction could
result in a determination that an impairment charge could be required, and such impairment charge could be material.
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Summarized below are the unaudited pro forma results of operations of the Company as if Mushkin had been acquired at January 1,
2000.
Pro Forma
Year Ended December 31

{in thousands, except per share data)

2000 1999
REVENUE w.eceoeee e evetcs e renonins $32,186 $31,007
NELIOSS . cvcceerrre et et e ee s (14,422) (6,898)
Net loss applicable to common shares .................... (14,545) (2,735)
Net loss per share- basic and diluted....................... $ (0.85) $ (.20

12. SEGMENT AND GEOGRAPHIC AREA INFORMATION:

The Company's reportable segments are those that are based on the Company's method of internal reporting, which generally segre-
gates the strategic business units due to differences in products and distributions,

The Company's operations are conducted through three business segments. FRAM licenses, manufactures and distributes ferroelectric
nonvolatile random access memory products. EMS licenses, manufactures and distributes high-speed DRAM products. Mushkin dis-
tributes high-speed DRAM products in the aftermarket through both direct and e-commerce sales channels.

The accounting policies for determining segment net income (loss) are the same used in the consolidated financial statements. There
are no internal sales between segments or geographic regions.

2001 2000 1999
FRAM EMS  Mushkin  FRAM EMS  Mushkin =~ FRAM EMS  Mushkin
Product sale ......cc.covevvierecne $4541 $ 1158 $11,514 $3988 §$7594 §$6680 $ 3508 $9640 $ --
License & development fees 2,602 102 - 2,000 - - 4,500 700 -
Royalties ......cccooevrivverreinncne, 295 - - 188 - - 1,501 - -
Customer sponsored "
research and development - 2,644 - 4,541 1,088 - 4,562 460 -
7438 3904 11514 10,717 8,682 6,680 14,071 10,800 -
Operating CoStS .........cvvvunn. (16,874) (14,274) (12,678) (20,264) (12,214) (6,526)  (18,257) (12,439) -
Operating income (loss)....... (9,436) (10,370)  (1,164) (9,547)  (3,532) 154 (4,186)  (1,639) -
Other ..o, 23 268 - 14 707 - 221 (17) -
Net income (1088) .........c...... $(9413) $(10,102) $(1,164) $(9,533) $(2,825) $ 154  $(3,965) $(1,656) $ -
Total asSets vu.vvvvvvieriienrnine $19729 $6270 $9820 $19074 $8683 $10,605 $21,080 $8300 § -
Depreciation and
amortization ...........cc.couunen. $1287 ¢ 783 $1363 $1625 § 786 $ 735 $1900 $ 390 § -
Capital additions................... $ 393 §$ 27 § 13 $§ 206 § 427 $ 2 § 249 § 67 $ -
Intangible additions .............. $ 434 § 124 $ - $ 232 $2307 $9333 $ 233 $2718 $ -

Net income (foss) before cumuiative effect of accounting change excludes interest income, interest expense and special charges on a
total basis of $(12,309,000), $(670,000) and $(577,000) in 2001, 2000 and 1999, respectively, not allocated to business segments.

During 2000, intangible additions include $9,333,000 related to the acquisition of Mushkin and $1,983,000 of technology licenses
acquired through the issuance of EMS common stock.
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Revenue amounts and percentages for major customers representing more than 10% of total revenues are as follows:

2001 2000 1999
Enhanced Enhanced Enhanced
FRAM DRAM FRAM DRAM FRAM DRAM
(in thousands)

CustomerA ......occcocovue.. - - - - $6,587 25% $8,000 32% -
Customer B ........cccooune.... - - - - - - $4,058 16% - - $3.490 14%
Customer C......ccocovevernn, $2667 12% - - - - - - - - -- -
CustomerD.....coeovviennn 2567 1% - - - - - - - - -

The following geographic area data include revenues based on product shipment destination, license and development payor location
and customer-sponsored research and development payor location. The data presented for long-lived assets is based on physical loca-

tion.

Geographic Area Net Revenues:

United KinGdom ........ccovveiircrinmnrirmnenc s encens
GBIMEANY ....cvceveeier et e cvsse e bbb
China/HONG KONG ...vvvcrmivvieeinieieeemrne e seves e svacons

13. DEFINED CONTRIBUTION PLAN:

The Company has a cash or deferred compensation plan (the
"401(k) Plan"} intended to qualify under Section 401(k} of the
Internal Revenue Code of 1986, as amended (the "Code"), in
which substantially all full-time employees are participants.
Participants in the 401(k) Plan may make maximum pretax contri-
butions, subject to limitations imposed by the Code, of 20% of their
compensation. The Company may make, at the Board of
Directors' discretion, an annual contribution on behalf of each par-
ticipant. No amounts have been contributed by the Company
under the 401(k) Pian on behalf of participating employees.
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2001 2000 1999
(in thousands)

$17,651 $14,658 $9,146

772 7,706 10,766

291 1,392 2,755

561 541 923

683 627 643

629 - -

1,674 - -

595 1,155 638

$22,856 $26,079 $24,871

2001 2000 1999
(in thousands)

$19,276 $21,810 $12,327

294 171 229

47 78 162

$19,617 $22,059 $12,718

14. CONTINGENCIES:

PATENT INTERFERENCE PROCEEDING. A patent interference
proceeding, which was declared in 1991 in the United States
Patent and Trademark Office (the "Patent Office”) between the
Company, National Semiconductor Corporation ("National”) and
the Department of the Navy in regard to one of the Company's
issued United States patents, is continuing. The patent invoived
covers a basic ferroelectric memory cell design invention the
Company believes is of fundamental importance to its FRAM busi-
ness in the United States. An interference is declared in the Patent
Office when two or more parties each claim to have made the
same invention. The interference proceeding is therefore con-
ducted to determine which party is entitled to the patent rights cov-




ering the invention. In the present interference contest, the
Company is the "senior” party, which means that it is in possession
of the issued United States Patent and retains all rights associated
with such patent. The other two parties involved in the interference
are the "junior" parties, and each has the burden of proof of con-
vincing the Patent Office by a preponderance of the evidence that
it was the first to invent the subject matter of the invention and thus
is entitled to the corresponding patent rights. Only the Company
and National filed briefs in this matter. Oral arguments were pre-
sented before the Patent Office on March 1, 1996.

The Patent Office decided the interference on May 6, 1997, hold-
ing that all of the claims were patentable to National, one of the
“junior" parties. The other "junior" party, the Department of the
Navy, was not granted any patent claims pursuant to the interfer-
ence proceedings. On June 20, 1997, the Company filed a
Request for Reconsideration with the Patent Office concerning the
interference  decision. Pursuant to the Request for
Reconsideration, the Company requested that five separate issues
be reconsidered because, from the Company's perspective, they
were either ignored or misconstrued in the original decision. A
decision on the Request for Reconsideration was issued on
November 19, 1998, again holding that all of the claims were
patentable to National. On January 9, 1999, the Company
appealed the decision of the Patent Office on one of the interfer-
ence counts directly to the Court of Appeals for the Federal Circuit.
On February 2, 2000, the Court of Appeals vacated and remanded
the decision of the Patent Office for further proceedings. The
Company also filed complaints in Federal District Court in the
District of Columbia seeking a review of the decision of the Patent
Office on the remaining interference counts, which are still pend-
ing. The Company remains in possession of the issued United
States Patent and retains all rights associated with such patent
while it pursues its appeal options. The "junior” party has received
no rights associated with this patent decision and will not receive
any such rights as long as the appeal process continues. Under a

15. QUARTERLY DATA (UNAUCITED):

Patent Office decision on August 13, 2001, the Company was
found to be the first to invent, however, the Patent Office conclud-
ed that the enablement and best-mode requirements for patent
issuance had not been met by the Company. In October 2001,
both the Company and National filed a Request for
Reconsideration with the Patent Office. The Patent Office
response is still pending. If the Company's Request for
Reconsideration is denied, the Company will appeal the decision of
the Patent Office.

If the Company's patent rights that are the subject of the interfer-
ence proceeding are ultimately lost or significantly compromised,
the Company would be precluded from producing FRAM products
in the United States using the Company's existing design architec-
ture, absent being able to obtain a suitable license to exploit such
rights. If such patent rights are ultimately awarded to National, and
if a license to such rights is not subsequently entered into by the
Company with National, National could use the patent to prevent
the manufacture, use or sale by the Company, and/or its licensees,
within the United States of any products that come within the scope
of such patent rights, which would include all FRAM products as
currently designed, and which would materially adversely affect the
Company. The Company has vigorously defended its patent rights
in this interference contest and will continue such efforts. The
Company is uncertain as to the ultimate outcome of the interfer-
ence proceeding, as well as to the resulting effects upon the
Company's financial position or results of operations.

OTHER LITIGATION. The Company is involved in other legal
matters in the ordinary course of business. Although the outcomes
of any such legal actions cannot be predicted, management
believes that there is no pending legal proceeding against or
involving the Company for which the outcome is likely to have a
material adverse effect upon the Company's financial position or
results of operations.

The following unaudited information shows selected items by quarter for the years 2001 and 2000.

2001 2000
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
(in thousands except per share data)

Revenues $3,455 $3,351 $7,535 $8,515 $5,571 $6,209 $8,132  $6,167
Gross margin, product sales 908 613 1,024 1,202 1,003 1,769 1,760 1,731
Operating loss (6,630)  (6,022) (3,611) (4,707) (3,018) (2,117) (2,980)  (4,810)
Net loss applicable to

common shares (6,555)  (6,231) (15,872)3)  (4,493) (4,540) (2,190) (3,016)  (4,751)
Net loss per share

- basic and diluted $(0.35)  $(0.28) $(0.72) $(0.20) $(0.30) $(0.13) $(0.17)  $(0.27)

(1} Quarterly data for the first quarter of 2000 has been restated to comply with Staff Accounting Bulletin No. 101, Revenue Recognition. The effect
of the change on the first quarter of 2000 was to increase net loss applicable to common shares by $1.5 million, or $0.10 per share. The effect
of this change on the second, third and fourth quarters of 2000 was not material.
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(2) Excludes provision for inventory write-off of $312,000.

{3) Includes charges of $11.9 million resulting from an other than temporary decline in the market value of Infineon stock held by the Company.
16. SUBSEQUENT EVENTS:

On March 14, 2002, the Company announced it signed an agreement to complete a new round of funding for gross proceeds of $8.0 mil-
lion. The transaction is expected to close before March 31, 2002. The Company will issue $8.0 million of 5 year, 5% fixed rate, convert-
ible debentures to Infineon, Halifax Fund, managed by The Palladin Group, L.P. and Bramwell Capital Corporation, managed by Cavallo
Capital. The debentures are convertible into the Company's common stock at a fixed conversion price of $3.76, which is equal to 110%
of the five-day volume weighted average price ("VWAP") of the Company's common stock prior to the transaction signing. The Company
may force conversion of the debenture after 18 months, provided the VWAP of the Company's common stock is at least 200% of the con-
version price for 20 or more of 30 consecutive trading days. The debenture is secured by a Deed of Trust on the Company's headquar-
ters facility in Colorado Springs, Colorado and certain accounts receivable. In addition, 700,435, 5-year common stock warrants will be
issued to the investors at an exercise price of $4.28 per share. In connection with its debenture investment, Infineon and the Company
have entered into a memorandum of understanding to expand their existing relationship. Under the expanded agreement, Infineon has
agreed to extend its committed wafer manufacturing capacity for EMS products through 2010. Infineon has also agreed to fund product
development projects with the Company's EMS subsidiary, provide earlier access to new Infineon process and design technologies and
cross license memory related intellectual property.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Ramtron International Corporation:

We have audited the accompanying consolidated balance sheets of Ramtron International Corporation (a Delaware corpo-
ration) and subsidiaries as of December 31, 2001 and 2000, and the related consolidated statements of operations, cash
flows and stockholders' equity for each of the three years in the period ended December 31, 2001. These financial state-
ments and the schedule referred to below are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a rea-
sonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Ramtron International Corporation and subsidiaries as of December 31, 2001 and 2000, and the results of their operations
and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with accounting prin-
ciples generally accepted in the United States.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The sched-
ule listed in the index of financial statements is presented for purposes of complying with the Securities and Exchange
Commission's rules and is not part of the basic financial statements. This schedule has been subjected to the auditing pro-
cedures applied in the audit of the basic financial statements and, in our opinion, fairly states in all material respects the
financial data required to be set forth therein in relation to the basic financial statements taken as a whole.

As explained in Note 1 to the financial statements, effective January 1, 2000, the Company changed its method of account-
ing for recognizing revenue on technology licensing activities.

{S! Arthur Andersen LLP
Denver, Colorado,
March 18, 2002.
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ReMT=RON

Ramtron Securities

The Company’s common stock trades on the Nasdaq National Market tier of The Nasdaqg Stock Market under the symbol
“RMTR.” The Company has not paid any dividends since its inception and does not intend to pay any cash dividends in the
foreseeable future. The Company intends to retain any earnings to finance its operations. As of March 26, 2002, the
Company had 2,204 registered shareholders of its common stock.

Transfer Agent

For information regarding lost stock certificates or changes of address, please contact the Company’s transfer agent:

Citibank, N.A

111 Wall Street

20th Floor, Zone 7
New York, NY 10005

Shareholder and Financial Information

For additional copies of this report or other financial information, Ramtron shareholders or other interested investors can
write to:

Ramtron International Corporation
Investor Relations Department
1850 Ramtron Drive

Colorado Springs, CO 80921
719-481-7000
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